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The situation

In This Issue...

Electronic commerce is the process by
which either individuals or companies
engage in a variety of transactions elec
tronically, without paper documents.The
grandaddy of electronic commerce dates
back to the 1980’s when a number of
larger companies began demanding that
their vendors use EDI (electronic data
interchange) to place orders, notify them
of shipments and send invoices. From
those humble beginnings, electronic
commerce is now used, via the Internet,
by over 40 million potential consumers.
While the Internet is well on its way
to replacing a wide range of shopping
and business transactions which formerly
required paper documentation and
personal interactions, there is one major
stumbling block to electronic commerce
achieving its multi-trillion dollar potential.
Many likely users, despite their desire
for the ease, convenience and limitless
variety of Internet shopping, are being
held back by a number of very under
standable reservations, including:
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• How do I make sure no one else
gets their hands on my credit card
number?
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• Will the company protect my privacy?
• What assurances do I have that they
will till my order accurately and in a
timely manner?
The CPA is in a unique position to help
allay these fears. CPAs have been histori
cally regarded by both consumers and

corporations as “the guardians of financial
responsibility” based on their integrity
and their competence in assessing if what
a company says is truly what a company
does. By applying their knowledge of
standard business practice, attest and
audit, and their talent for objective
analysis to electronic commerce, CPAs
can provide consumers with the confi
dence they need when deciding whether
or not to shop over the Internet.

Importance to members
By becoming proactively involved in
electronic commerce assurance, CPAs
can open for themselves a lucrative new
practice area, which by all accounts is
destined for significant growth, with an
estimated 500 million worldwide Internet
users by the year 2000. Consumers then,
as now, will want proof of the integrity
of a company and the security of its
systems. Companies will be eager to
provide those assurances, and CPAs
will continue to be singularly qualified
to help them do it. Everyone stands to
benefit from this extension of the CPA’s
expertise: reputable organizations can
expand to the unprecedented distribution
channel that the Internet offers; consumers
can enjoy the ease and variety of com
puter shopping without fear of fraud or
security breaches; and CPAs can leverage
their competencies to an area that will
take them well into the next century.

continued on page 4

Roles of the CPA — Part 2
Raymond J. Lipay
Last month’s issue covered the role of the CPA in public
accounting. After a tenure in public accounting, many CPAs
move to the business and industry segment in positions
such as financial officers, controllers, or internal auditors.
This article will discuss the role of the CPA in business
and industry, the largest segment of the membership (43%).

Management team
The financial management function is important to the
operation of both public and private companies. CPAs in
business and industry are considered important members
of the management team because of their knowledge in
areas of accounting and finance. In that regard, CPAs can
become involved in various areas when working for a
company. Some of these areas include:

• Management Reporting — The CPA accumulates and
reports financial and nonfinancial information in a
specific format and level of detail required by manage
ment for making business decisions and providing
insight as to how this information can be used in
decision making.
• Corporate Finance — The CPA analyzes the company’s
future financing needs, negotiates business loans with
banks and other investors. He or she also manages the
corporation’s cash flow and investments, analyzes and
recommends investments for the corporation including
mergers, acquisitions and divestitures.
• Tax Planning —The CPA determines a company’s tax
liability to various tax authorities (e.g., income tax,
licenses, sales tax, property tax, and payroll tax). He or she
also analyzes the effects of tax accounting alternatives,
and plans for and complies with income tax regulations.

• Financial Reporting —The CPA establishes and maintains
accounting systems for internal and external financial
reporting, and accumulates and verifies the data that
is required for preparation of the company’s interim
(e.g., quarterly) and annual financial statements. In some
cases, the CPA is also required to design, implement
and maintain the computer system used in preparing
the financial statements.
• Internal Auditing —The CPA reviews the company’s
financial and operating system, provides consultation
to senior management on operational matters, and
assists outside CPAs in their annual examination of
financial statements.
In acquiring knowledge and skills in the aforementioned
areas, CPAs can become a valued asset to corporate man
agement. Because of their expertise in finance, among
other areas, CPAs are often chosen as senior level managers,
including chief executive officers (CEOs) and company
presidents.
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Information analysis and strategy setting
The Institute of Management Accountants (IMA) conducted
a practice analysis specifically designed to determine how
well accountants were prepared in information analysis
and strategy setting. As part of the practice analysis, a
study was conducted to determine the amount of man
agement accounting work performed by accountants in
business and industry. Approximately 800 CPAs and
other financial professionals were surveyed in this study.
According to the survey, management accountants, which
include CPAs, performed a wide assortment of tasks.The
nature of work performed by accountants in business and
industry related to the following areas: accounting systems,
managing the accounting function, internal consulting,
financial and electronic analysis, project reporting, human
resources, computer systems and operations, customer
and product profitability, performance evaluation, cost
accounting systems, consolidations, accounting policy,
short-term budgeting process, process improvement,
educating the organization, investment of funds, internal
auditing, credit and collection external financing, resource
management, capital budgeting, tax compliance, quality
systems and control, risk management, compliance report
ing, long-range planning, mergers and acquisitions and
divestments, and tax planning and strategy
The survey requested accounting managers to indicate
and rank by order of importance those activities and respon
sibilities that their respective companies will probably
value most highly in two or three years.The respondents
named the following, many of which did not exist ten
years ago: customer and product profitability, process
improvement, performance evaluation, long-term strategic
planning, computer systems and operations, cost accounting
systems, mergers and acquisitions and divestments, project
accounting, educating the organization, internal consult
ing, financial and electronic analyses, and quality systems
and control. (Taken from the article "Are You Ready for
the New Accounting?” published in the August 1997
issue of the Journal ofAccountancy.)

Future trend of CPAs in business and industry
The competitive and technological business environment
has changed dramatically in recent years.The role of the
CPA in business and industry is changing, evolving and
expanding as well. In the September 1997 issue of Team
Network News, the article “The New Finance” details how

continued on page 3

Update on AICPA’s ISO 9000 Initiative
What is ISO 9000?
ISO 9000 is an international standard developed to
provide a universal baseline for a consistent quality
system which will, in turn, facilitate international trade.
Developed by the International Organization for Stan
dardization (ISO), ISO 9000 is comprised of a set of five
universal standards for a worldwide quality assurance
system.The AICPA will be one of the first professional
associations to receive an ISO 9000 certification. (For
more information about ISO 9000, please see the July
1997 issue of TNN.)

members attended a two-day ISO internal quality audit
training session conducted by Alamo Learning Systems
and will assume the role of internal auditors.

ISO 9000 efforts
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Substantial progress has been made in pursuit of AICPA’s
ISO 9000 certification.The Internal Audit/Quality Assurance
team in partnership with Alamo Learning Systems is final
izing documentation procedures for all applicable teams
(Flowcharts — Level II documentation). Simultaneously,
an AICPA Quality Manual (Level I documentation) is being
developed and should be available shortly.

The main role of the ISO internal auditors will be to
verify that our documented processes are in compliance
with all applicable elements of the ISO standard.The first
phase of the ISO internal audits will be performed during
October. We would appreciate your assistance and
support if your team is contacted by any member of the
ISO Internal Quality Audit Team.

ISO 9000 internal audit

ISO 9000 registrar

The next phase of implementation is underway. An ISO
Internal Quality Audit team has been established (ISO
9000 Standard, Element 4.17). The following staff

Kemper Registrar Services has been selected as our
registrar. (See October Journal ofAccountancy, Inside
AICPA Section)

Roles of the CPA — Part 2...

continued

the CPA’s role in business and industry has changed to
providing high level financial analyses, business advice,
and decision support to management, from the conven
tional tasks of data collecting and recording historical
financial information. Accordingly, CPAs in business and
industry will assume a role as a key decision maker,
which will require CPAs to develop the necessary skills
as a strategist in the decision making process. As referred
to in the article, some of these skills or tools relate to
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technology applications, cross-functional teaming, and
managing cost, business, and change. As a decision maker,
the CPA in business and industry should be able to:
• Succeed as business partners in their respective
companies.
• Operate financial operations more effectively.
• Add value to the “bottom line” of their respective entity.
Next month, Part 3 of this article will discuss the role
of the CPA in government and academia.

The AICPA established a pilot program on virtual committees. But what is a virtual committee? How will it work? What

is a virtual committee member? Stay tuned for the November issue of TNN, when the Virtual Resource Panel (VRP) cross
functional team will explain this exciting, innovative, and technologically-driven program for AICPA members...
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Electronic Commerce
For CPAS... continued

A New Service Opportunity

Committees involved/AICPA initiatives
Cognizant of the increasing practice potential of electronic
commerce, the AICPA’s Assurance Services Executive Com
mittee formed a special task force on electronic commerce
whose charter was to move forward with all deliberate
haste. Under the leadership of Everett Johnson, of Deloitte
& Touche, the task force has been hard at work develop
ing a number of initiatives which will bring CPAs quickly
and effectively into the electronic commerce loop.The
cornerstone of these efforts, CPA WebTrustSM, was developed
jointly with the Canadian Institute of Chartered Accoun
tants and is the first product launched as a direct result
of the new assurance service initiative.
CPA WebTrust provides the framework and the
methodology CPAs will need to attest to the integrity
and security, as well as disclosures of its business prac
tices, of a company on the Web. Companies who pass
the standardized criteria required by a WebTrust “audit”
will receive the CPA WebTrust Seal, which they can dis
play on their Web site. Consumers may click on the seal
and access the report issued by the CPA on the company,
as well as the WebTrust principles and related criteria.
To protect the standardized criteria of CPA WebTrust
as well as public trust in the process, WebTrust will be
available exclusively on a licensed basis.A detailed hand
book covering all aspects of CPA WebTrust including sample
forms, practices and procedures is available to WebTrust
licensees. In addition, the Institute will be offering a number
of symposiums on Electronic Commerce Assurance to help
CPAs capitalize on its opportunities and to brief them on the
skills needed and the issues to consider when accepting
electronic commerce engagements.The AICPA professional
supporting this initiative is K. Casey Bennett, Director of
Development of Assurance Services (x6146). For more
information, visit our Web site at www.aicpa.org.

Core issues
Consumers don't trust the security of electronic commerce:
In a research study commissioned by the AICPA, Yankelovich
Partners found that subscribers to computer online services
were often reluctant to provide information on personal

finances, credit card numbers, phone numbers and home
addresses over the Internet.
Third-party security and control providers will be
needed: This need will be a highly competitive growth
area, and CPAs can provide the necessary assurances
that a company’s practices, procedures and policies are
in compliance with accepted criteria for electronic
commerce transactions.
CPA skill sets are transferable to electronic commerce
assurance:The following competencies will stand CPAs in
good stead as they embark upon electronic commerce
assurance: a high level of public trust... pre-existing ability
to analyze controls and procedures... experience with
sophisticated assessment techniques... ability to provide
detailed and objective reports to management and third
parties.
Electronic commerce will require mastery of new
skills: CPAs interested in engaging in electronic commerce
assurance will need to acquire a level of computer liter
acy including knowledge of the Internet... encryption
techniques... digital communications and high volume
information storage and retrieval procedures.Through
the development and licensing of WebTrust, the AICPA
will serve as a major ally to CPAs wishing to expand
their practice to electronic commerce assurance.
Opportunities exist for firms of all sizes: Through
AICPA initiatives such as WebTrust, CPAs in firms of
all sizes, as well as individual practitioners, will be able
to provide clients with assessments of the validity and
integrity of their electronic commerce operations.
Opportunities await all CPAs who have an interest in
mastering this new and promising practice area.
Companies as well as consumers need CPA involve
ment in electronic commerce assurance.The CPA profes
sion is singularly qualified to perform this service. Few
other professions share the profession’s history of public
trust and track record for objective analysis. Electronic
commerce assurance is a natural outgrowth of what CPAs
do best. It is a natural invitation to the profession — one
which the profession ignores at peril to itself and the
public at large.
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